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I. Tariff Discriminations 

How high or how low the tariff duties of a nation 
shall be will continue for the immediate future at least 
to be a question for domestic determination. The need 
of the government for revenue, or the requirements of 
the people for food or raw materials, or the stage of 
industrial development in which the nation finds itself 
may each be a determining factor. No outside nation 
has a right to a voice in fixing the level of tariff duties 
which a people shall maintain at its border. Tariff dis- 
criminations and preferential duties, however, raise a 
question fundamentally different. These are matters of 
international concern. When a country places the prod- 
ucts of one people on a more favorable tariff basis than 
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the products of another people, it has sown the seed of 
international ill-will. Plausible arguments in favor of 
special reciprocal arrangements do not alter the hard 
facts that a nation discriminated against by another has 
a grievance which it may nurse into a hatred. In a 
world where economic interests are inseparably inter- 
locked, he is on the defensive who holds that inequalities 
in tariffs are not subjects for international discussion — 
perhaps for international decision. 

Tariff discriminations for our purpose may, broadly 
speaking, be divided into two classes. In the first place, 
there are those which may be removed by nations 
bargaining among themselves. These discriminations 
appear in a variety of forms. Often they are found 
openly, in surtaxes. Sometimes they are concealed in 
tariff classifications where, under the guise of equality 
of treatment, tariff rates are made high on goods which 
are peculiarly the products of a disliked country and 
low on the goods which are the peculiar products of a 
friendly people. Sometimes they may exist in the ad- 
ministration of the customs regulations or in the enforce- 
ment of inspection and sanitary laws. Not infrequently 
they are found in tariff systems of nations which have 
adopted discriminatory tariff rates for the very purpose 
of providing a basis for bargaining with other nations 
for concessions. Such are the general and the maximum 
tariff schedules of certain European countries. 

The second class of tariff discriminations includes 
those which cannot be removed by nations bargaining 
among themselves, such as preferential tariffs or na- 
tional reciprocity systems which are expressions of the 
settled policies of peoples toward their colonies or 
toward other nations. 
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II. Discriminations and Bargaining 

It is the clear duty of a nation so to organize its own 
economic power as to be in a position to bargain for the 
removal of discriminations falling within the first class. 
Discriminations falling within the second class — dis- 
criminations grounded in national policies — can per- 
haps be satisfactorily considered only in an international 
conference. But those of the first class raise no such 
complications. The fear of penalties is one of the best 
means of removing them. A nation unready to bargain 
for equality of treatment is no more likely to get it than 
a trader is likely to succeed in barter, if he has no goods 
to offer in return. The duty of a nation to protect itself 
in commercial matters cannot be escaped by attempt- 
ing to turn over to an untried international organization 
the work of removing tariff discriminations. The inter- 
national organization is desirable, but in seeking an 
international solution for tariff discriminations we must 
be slow to abandon such effective means of prevent- 
ing discriminations as nations themselves may employ. 
Section 2 of the United States Tariff Act of 1909, altho 
defective in some important respects, suggests one 
method of enforcing equality of treatment. It provides 
for penalty duties to be applied to those nations which 
refuse most-favored-nation treatment. Perhaps more 
important are the bargaining tariff systems of European 
states. These systems, supplemented by the European 
interpretation of the most-favored-nation clause in com- 
mercial treaties, have been powerful factors in equalizing 
trade conditions and preventing trade wars. 

Either of these bargaining methods may be employed 
by the United States. The first — the penalty duty 
method — can be adopted without a general revision 
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of the present tariff law and without a modification 
of our traditional attitude toward the most-favored- 
nation clause in commercial treaties; the second — the 
concession method — if adopted by the United States, 
will require a general revision of the tariff, and if all 
its benefits are desired, will require also the adoption of 
the European interpretation of the most-favored-nation 
clause. 

The adoption of penalty duties has the limitations of 
any method which relies on threats, either open or 
veiled, for the accomplishment of its end. But in the 
hands of skillful negotiators such duties need not be 
the source of international friction. Their use should 
be specifically limited to removing discriminations and 
enforcing equality of treatment. Their use should never 
be extended to obtaining special privileges. 

If it is desired in this country to supplement the 
existing tariff act with a section providing for penalty 
duties, the President might be given power to impose, 
by proclamation, an increase of duties limited to a 
specified percentage of the present duties either on 
all or on certain enumerated products when imported 
from any country which, in his judgment, discriminates 
against the goods of our manufacturers, or which fails to 
give us concessions in its markets equivalent to those 
given other nations. In the case of products now on the 
free list a maximum penalty duty might be provided 
for. Stated in another way, the President might be 
given power to suspend, by executive order, the priv- 
ileges granted by the general tariff schedules to any 
nation which should refuse us equal treatment in its 
markets, and thereafter, the higher duties imposed by 
the bargaining section would become effective against 
the imports of such discriminating country. Altho 
limiting the increase in duties which the President might 
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impose, Congress should make the provision sufficiently 
flexible to permit the penalty being made to fit the 
offense. The President should be permitted to apply 
any rate below the maximum necessary to accomplish 
the purpose of the law. Under this plan, the general 
tariff rates of the Act of October 3, 1913, now in force, 
would constitute a sort of minimum tariff; the rates in 
the bargaining section would stand as a sort of maximum 
tariff. The President would inquire into the treatment 
given our goods in foreign markets. If he should find 
that in a given country our goods were not being dis- 
criminated against and that they were receiving equality 
of treatment, he would leave the present rates operative 
upon imports from that country. If, on the contrary, 
there were discriminations, and if equal treatment were 
not given, and if negotiations should not result in an 
adjustment which, in the judgment of the President, was 
equitable, he would then declare by proclamation that 
the higher rates were to be put into effect against the 
imports of the discriminating country. 

If penalty duties do not seem desirable or adequate, 
European methods offer precedents for bargaining by 
means of tariff concessions. Two systems are distin- 
guishable: the general and conventional, and the maxi- 
mum and minimum tariffs. 

The German tariff system offers the most conspicuous 
example of the former. It consists of a general tariff 
fixed by the legislature and a lower set of duties called 
the " conventional tariff " which are fixed by the execu- 
tive branch of the government in bargaining with other 
nations and which are then embodied in treaties 1 run- 
ning for a definite term of years. Thus binding herself 

1 In the German tariff there are a few minimum rates on agricultural products fixed 
by the legislative branch of the government. 
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by treaty to maintain certain rates, Germany sur- 
renders for a time her right to change her tariff. She 
then extends these conventional rates to all nations 
entitled to receive from her most-favored-nation treat- 
ment. It is essential to the effective working of a 
general and conventional tariff that as soon as a con- 
cession is given by convention to one nation, it automat- 
ically accrues to the benefit of every other " favored " 
nation. The system thus tends to establish equality of 
treatment and to prevent nations from discriminat- 
ing against each other. It has been a big factor in 
establishing harmonious tariff relations. 

Our Federal constitution does not permit the adop- 
tion in this country of a tariff system which would vest 
in the executive branch of our government the power to 
fix, without limit, the effective tariff rates. The maxi- 
mum and minimum tariff system, with possibly some 
modifications, is, therefore, more adapted to the needs 
of this country. 

This system — of which the French tariff offers the 
best example — has a maximum tariff, similar to the 
general tariff referred to above but unlike it in that the 
legislative instead of the executive branch of the govern- 
ment determines the bargaining rates. Two rates are 
agreed upon for practically every article enumerated in 
the tariff act, and the lower or minimum rates are used 
in bargaining for concessions from other countries. 

Altho not absolutely necessary to the effective opera- 
tion of a maximum and minimum tariff system, the 
so-called unconditional form of the most-favored-nation 
clause is a desirable supplement to a plan which seeks 
to establish, by bargaining, equality of treatment. It 
guarantees that every nation, which by its conduct is 
entitled to most-favored-nation treatment, will receive 
it automatically. 
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The multiple tariff systems of Europe have some 
advantages over penalty duties in establishing equality 
of opportunity in international commercial relations. 
From a negotiating point of view, it is more effective to 
offer reduction in the rates of the regular tariff to those 
countries granting equal treatment than to threaten 
penalties if discriminations are not removed. The offer 
to reduce rates, which represent for the time being the 
settled policy of a country, in return for equal treat- 
ment, makes a greater appeal in international bargain- 
ing than a threat to impose an additional duty by way 
of penalty. If, in the future, it should seem wise to 
Congress to revise the tariff generally, maximum and 
minimum tariff schedules might be enacted, the latter 
to be granted to those countries which give to us 
most-favored-nation treatment. 

The most-favored-nation clause in commercial trea- 
ties presents a difficult problem, particularly for the 
United States. From the very beginning of our na- 
tional existence we have declined to interpret this clause 
as the nations of Europe now interpret it. Historically, 
perhaps, our position has been justified, but in any 
broad consideration of tariff discriminations and com- 
mercial treaties, we cannot escape facing the whole 
controversy over this clause. 

In almost all the treaties of commerce and navigation 
which, before the war, covered the world with a veri- 
table net-work there was found this most-favored-nation 
clause. It is essentially the corner stone of modern 
commercial treaties. Its chief forms and interpretations 
are known as the unconditional and the conditional. 

The conditional form and interpretation have been 
adhered to chiefly by the United States. In all but a few 
exceptional instances we have contended that the clause 
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did not require us to grant concessions to a third nation 
unless the third nation granted similar or equivalent 
concessions in return. Following the rule of the Anglo- 
Saxon law of contracts we have insisted upon a con- 
sideration. Referring to the clause in our treaty with 
Denmark the United States Supreme Court said in 1887 
that " it was never designed to prevent special conces- 
sions upon sufficient consideration." Our statesmen as 
well as our courts have regarded it not as an instrument 
of acquisition, not as a means of generalizing concessions, 
but as a preventive of discriminations and as a means of 
promising to other countries the opportunity to nego- 
tiate for concessions made to another state. From this 
position it was logical for us to use the clause in support 
of special reciprocity agreements. 

Great Britain and most of the countries of Con- 
tinental Europe have, on the contrary, held in recent 
years to the unconditional form and interpretation of 
the clause. In Europe, " its effect has been with few 
exceptions," as a British statesman pointed out, " that 
any given article is taxed in each country at practically 
one rate only." Its object is to generalize concessions, 
to guarantee that no country will be placed on a less 
favorable basis than another. It holds that concessions 
granted to one country are to be immediately and uncon- 
ditionally extended to every other country entitled to 
most-favored-nation treatment. 

Whether or not the United States frames its future 
tariffs upon the bargaining precedents of Europe, it 
would seem desirable to adopt the unconditional form 
and interpretation of the most-favored-nation clause 
and rewrite our commercial treaties in accordance 
therewith. If special reciprocity agreements must be 
justified in the future, we need not go to the most- 
favored-nation clause for that purpose. Some special 



INTERNATIONAL TARIFF RELATIONS 555 

grounds can be alleged if the agreement is to stand at 
all. As long as we cling to our conditional form of the 
clause, we retain a ground for friction between ourselves 
and other nations, and we are deprived of one of the 
most effective means known to modern international 
commerce for establishing equality of treatment and 
international fair dealing. 

III. Discriminations Based on National 
Policies 

But when we have done all that we can in national 
legislation — when we have adopted a system of penalty 
or of bargaining duties and altered our position on the 
most-favored-nation clause, and when other nations 
have taken similar steps — there will yet remain some 
of the more fundamental and irritating tariff discrim- 
inations — those which bargaining between nations has 
failed to remove. 

Special sentimental, political, and economic grounds 
are often set up to justify reciprocity treaties and 
colonial preferences. Even those countries which accept 
the unconditional most-favored-nation clause have in- 
sisted upon their right to make special tariff arrange- 
ments. Ordinary bargaining systems break down in 
these cases. A nation prejudiced by a preferential 
colonial tariff or an exclusive reciprocity treaty is fre- 
quently confronted with the dilemma of submitting to 
the discriminations or engaging in a trade war. In 1897 
when Canada granted British goods a preference, Ger- 
many chose trade war, but she evidently concluded 
that it did not pay, for when the other self-governing 
dominions adopted preference, she chose to submit to 
the discrimination. The world has, therefore, reached 
a point in the consideration of tariff discriminations 
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where nations acting separately or bargaining in the 
ordinary isolated way, two by two, are not able to 
solve the problem. 

American experiences with bargaining for exclusive 
favors are worthy of careful study by those seeking 
to frame a comprehensive program for handling in- 
ternational tariff problems. 

The Tariff Act of 1890 contained a provision (Section 
3) intended to secure for the products of the United 
States special tariff concessions in certain foreign mar- 
kets. The President was given power to proclaim, 
without reference to Congress, specified penalty duties on 
raw sugar, molasses, coffee, tea, and hides imported from 
any country imposing duties, or other exactions, upon 
the products of the United States, which, in view of the 
free admission into the United States under the regular 
tariff of raw sugar, molasses, coffee, tea, and hides, he 
deemed to be " reciprocally unequal and unreasonable." 
Here was a device which gave the President power to 
place the goods of one nation on a less favorable basis 
in our market than the goods of other nations, should 
that nation refuse to grant to the United States special, 
altho not necessarily exclusive, privileges in its markets. 
Under this law the President concluded agreements with 
Brazil, with Spain for Cuba and Porto Rico, with the 
Dominican Republic, Salvador, and the German Em- 
pire, with Great Britain for the West India Colonies 
including Jamaica, Barbados, Trinidad (and Tobago), 
Leeward Islands (including Virgin Islands), Wind- 
ward Islands (excluding Grenada), and British Guiana, 
and with Nicaragua, Honduras, Austria-Hungary, and 
Guatemala. All these agreements were terminated by 
the Tariff Act of August 27, 1894. 

The United States Tariff Act of 1897 made provi- 
sion for three kinds of reciprocal arrangements. In the 
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second part of Section 3 of that act is found a provision 
identical in form and principle with Section 3 of the 
Tariff Act of 1890. The President was given power to 
suspend the free admission of coffee, tea, vanilla beans 
and tonka beans and to proclaim specified penalty 
duties upon these commodities when coming from coun- 
tries imposing upon the products of the United States 
duties, or other exactions, which, in view of the free 
admission of the specified products into the United 
States, the President deemed to be " reciprocally 
unequal and unreasonable." The penalty duties pro- 
vided were to be used by the President in placing any 
country, from which the specified products came, on a 
less favorable basis than other nations, in case of refusal 
by that nation to grant to the United States special 
favors in its markets. This part of Section 3 led to no 
agreements, but it was a factor in enabling the United 
States to secure preferential treatment in the Brazilian 
market in 1904. 

In the first part of Section 3 of the Act of 1897 is 
found a provision for negotiating reciprocity treaties 
on a different principle. The President was authorized 
in return for " reciprocal and equivalent concessions " 
to grant specified concessions in the duties on argols, 
brandies, sparkling and still wines, and paintings and 
statuary. Instead of using penalty duties, the principle 
is here introduced of making special reductions in the 
regular tariff rates on certain articles in return for 
equivalent and reciprocal reductions in the tariff rates 
of other countries. Agreements under this provision 
did not require the ratification of the Senate nor the 
approval of Congress. Agreements, known as the 
" Argol Agreements," were negotiated and proclaimed 
with France, Portugal, Germany, Italy, Switzerland, 
Spain, Bulgaria, the United Kingdom, and The Nether- 



558 QUARTERLY JOURNAL OF ECONOMICS 

lands. In each case the United States granted special 
concessions in the regular tariff rates on specified ar- 
ticles, and received in return special, altho not neces- 
sarily exclusive, concessions from the other nations. 

The third reciprocity provision (Section 4) in the 
Tariff Act of 1897 differs from each of those thus far 
considered, in that treaties negotiated under it had to be 
ratified by the Senate and approved by Congress before 
they became effective. Under it the President was 
authorized to negotiate for special, altho not necessarily 
exclusive, concessions in foreign markets and to concede 
in return a reduction in the duties of the tariff act of not 
more than 20 per centum of those duties, or to transfer 
to or agree to retain on the free list specified articles 
from any country making satisfactory concessions. 
Treaties known as the " Kasson Treaties " were nego- 
tiated with France, with Great Britain for the British 
West Indies, with Denmark for St. Croix, with the 
Dominican Republic, Nicaragua, Ecuador, and the 
Argentine Republic. These treaties failed of ratification 
in the Senate and, therefore, never became effective. 

When the Tariff Act of 1909 was under considera- 
tion, Congress apparently decided that the bargaining 
methods of the Tariff Acts of 1890 and 1897 were not in 
line with sound policy. It did not reenact any of them. 
It abandoned them, not only in form but in principle. 
The bargaining section of the Tariff Act of 1909 does 
not seek to exact special privileges but merely seeks to 
bring about the equality of treatment of Americans and 
American products in foreign markets. 

None of the treaties negotiated under the Tariff Acts 
of 1890 and 1897 are now in force. The sole surviving 
remnant is our preferential arrangement with Brazil, 
which is not a formal agreement at all. Section 3 of the 
Tariff Act of 1897 provided, it will be recalled, for a 
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penalty duty of three cents per pound on coffee. Brazil 
was particularly dependent upon this country for a 
market for her coffee. The same was true of her rubber. 
In 1904 our State Department suggested to Brazil that 
unless preferences were accorded to certain American 
products in Brazilian markets, the penalty duty on 
coffee would be proclaimed against her and steps would 
also be taken to impose a duty on rubber, which at that 
time was on the free list. 

Wheat flour was the leading product upon which the 
American government requested a preferential rate. 
Negotiations finally resulted in a preference being 
granted to the United States in 1904 on it and on a few 
other products. Under the Brazilian law it was neces- 
sary for this preference to be renewed each year. It 
failed of renewal in 1905, but, with a few changes in the 
articles affected, it has been reenacted in the annual 
Brazilian budget each year since that time. The only 
preferential rate of any substantial importance is the 
reduction of 30 per cent in the duty on wheat flour. 

The preferential tariffs of the British Empire are not 
distinguishable in principle from the Brazilian arrange- 
ment with the United States and the reciprocity 
experiences with which it is related. 

Australia grants preferences to two political divisions 
of the British Empire, the United Kingdom and South 
Africa. In the case of the United Kingdom she grants 
a preference on 308 out of 428 items in the tariff. 
Generally speaking, the preferential rate is 5 per cent 
ad valorem below the general tariff. Machine tools, 
however, receive a 10 per cent preference and cutlery a 
20 per cent preference. The basis for the preference 
granted to the South African Customs Union is the 
general tariff of 1908. This means a substantial pref- 
erence, for the Australian Tariff Act of 1914 raised the 
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average rate on dutiable goods from 17.62 per cent to 
32.26 per cent. 

The preferential tariff of New Zealand is unique in 
two respects. In the first place, the preferential sched- 
ule is the general tariff; all goods from outside the 
British Empire pay a surtax. In the second place, the 
preference includes not only the goods from United 
Kingdom but all goods from other parts of the British 
Empire. Lastly, reciprocity agreements may be made 
with any British Dominion. The only agreement of 
this kind made as yet is with the South African Cus- 
toms Union. As a result of these provisions the goods 
imported into New Zealand from the other parts of 
the British Empire are subjected to the regular tariff 
schedule; several products from South Africa, such 
as fish, maize, wine, tobacco, feathers, pay lower duties 
than those borne by similar products from any other 
British source; and goods imported from foreign coun- 
tries pay a surtax varying from 10 to 100 per cent 
ad valorem above the rate at which British goods are 
admitted. 

In the case of the South African Customs Union, 
the regular schedule applies to foreign goods and the 
preferential schedule to goods from the United King- 
dom and from reciprocating British dominions; those 
dominions which have taken advantage of this recip- 
rocal provision are Australia, New Zealand, and Canada. 
The preference granted to English goods and those of 
the reciprocating dominions averages only about 3 per 
cent, but it is applied to a wide range of imports, 
approximately 82 per cent of the total. 

Canada provides three schedules on imports. The 
first is the preferential which applies to imports from the 
United Kingdom and in part to goods from the Bahamas, 
Bermuda, British Honduras, Grenada, Jamaica, and 
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Newfoundland. The second schedule contains the in- 
termediate tariff, which applies to a large number of 
French, Belgian, Dutch, and Italian goods. The con- 
cessions granted under this intermediate schedule to 
foreign products were granted in return for reciprocal 
concessions to Canadian goods. The third schedule 
is regarded as the general tariff to which the imports 
from all foreign countries, as well as the imports 
from most of the British dominions and colonies, are 
subjected. 

The United Kingdom itself grants no preferences 
whatever in return for those granted to her by her self- 
governing dominions. Since the outbreak of the war, 
however, a resolution has been adopted (February 2, 
1917) by the Committee on Commercial and Industrial 
Policy of the House of Commons, a part of which is as 
follows : " We therefore recommend that H. M. Govern- 
ment should now declare their adherence to the principle 
that preference should be accorded to the products and 
manufactures of the British Overseas Dominions in 
respect of any Customs Duties now or hereafter to be 
imposed on imports into the United Kingdom." 

If special reciprocity treaties between nations and 
preferential tariffs of the self-governing dominions of 
the British Empire are proper subjects for interna- 
tional consideration, so also are the tariff relations 
between a nation and its dependent colonies. The 
fact that the tariff of a colony is made by the 
mother-country justifies rather than imposes a bar- 
rier to international interference. If there is any one 
thing above all others that the present war should end 
forever, it is colonial monopoly and the exploitation of 
the less civilized parts of the earth in the interests of 
the business classes of the nations which have been for- 
tunate enough to control those parts politically. 
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England, Germany, and Holland have, so far as tariffs 
are concerned, treated all goods alike in their dependent 
colonies. They have established no preferential tariffs 
in their own favor. At the Berlin Conference of 1885 
equality of treatment in equatorial Africa was agreed 
to by the signatory powers. A similar agreement was 
made in 1906 applying the same rule to Morocco. 

In some parts of the world, however, preferential 
arrangements are found between nations and their 
dependent colonies. Free trade exists between the 
United States and the Philippines, while all goods im- 
ported into the Philippines from other countries pay 
regular tariff duties. Portugal grants a few preferences 
to her colonial products and is favored by preferential 
rates on wines and liquors in the tariffs of her colonies. 
Some reciprocal concessions exist between Italy and 
her colonies which are denied other nations. France, 
perhaps more than any other nation, grants to and 
receives from her dependent colonies preferential tariff 
rates or the free admission of goods where others pay 
duties. 

IV. Conclusions. Possibilities op Inter- 
national Treatment 

The coming together of nations for the discussion of 
international economic problems is not new. Both the 
Berlin Conference of 1885 and the Algeciras Conference 
of 1906 are precedents which are not forgotten. A wide 
variety of economic questions will come before any con- 
ference which may meet at the end of the present war : 
— the control of shipping, the rights of vessels in foreign 
ports, export bounties in all forms, the distribution of 
raw materials, the definition of unfair methods of com- 
petition in international trade, the investment of capital 
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in backward countries and the control of concessions. 
Not the least among the important problems which 
should be faced and solved are the scope of the most- 
favored-nation clause in commercial treaties, the mean- 
ing of the " open door," the limitations upon nations in 
making special reciprocity treaties or in establishing 
preferential tariffs in colonies, the use that may be made 
of customs alliances, the principles upon which the 
tariffs of dependent colonies shall be made, and every 
similar question involving policies of using the tariff, 
directly or indirectly, for the purpose of discriminations. 

So far as tariff discriminations may be subjects for 
international consideration, the purpose of this article 
is to state the problem rather than to solve it. Probably 
the first question which an international conference will 
have to face in considering reciprocity and preference 
will be whether or not these policies may be dealt with 
internationally at all. In spite of the fact that history 
argues insistently for international treatment, some may 
take the position that special reciprocity treaties be- 
tween nations and preference between self-governing 
dominions or colonies and the mother-country are no 
concern of third parties. 

This extreme position may be softened by the con- 
cession that unconditional most-favored-nation treat- 
ment should be adopted between nations, but it may 
still be insisted that preferential tariffs should be per- 
mitted between the political divisions of an empire; 
that sentimental and political ties should be admitted 
to be justifications for duties which discriminate against 
outsiders. This position seems untenable. If recip- 
rocity between nations is a subject for international 
decision, so are preferential tariffs, justified by senti- 
mental or political ties. If discriminations are defen- 
sible in one case, they are defensible in the other. What 
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is sauce for the goose is sauce for the gander. In con- 
sidering the wider aspect of these discriminations and 
in analyzing their economic effect, it is not sufficient to 
say that special reciprocity treaties between nations are 
undesirable and to leave the subject of colonial prefer- 
ences untouched. Reciprocity arrangements between two 
independent nations are no better (and no worse) than 
a preferential arrangement between Great Britain and 
her self-governing dominions, or between France and 
her distant dependent colonies. If special preferences, 
based upon political consideration, are undesirable in 
one case, they are undesirable in the others. From the 
standpoint of world peace there is as much propriety in 
Brazil granting a preference to the United States as 
there is in Canada or Australia granting a preference to 
Great Britain. Or to take another example, it is just as 
proper, internationally speaking, for the United States 
to levy penalty duties against certain countries for the 
purpose of getting special favors as it is for New Zealand 
to provide for a surtax on all foreign goods while grant- 
ing to British goods the lower duties in the general tariff. 
Preferences between New Zealand and South Africa, 
or preferences between France and her distant colonies 
are not distinguishable in principle from reciprocity 
arrangements between independent nations. 

The crucial question before an economic conference 
considering tariff discriminations will be: Shall uncon- 
ditional most-favored-nation treatment be accepted as 
the principle to guide nations in their dealings, one with 
the other ? If the answer to this question is in the 
negative, it will be a recognition of the right of every 
nation to make such special or exclusive tariff arrange- 
ments as it can. If the answer is in the affirmative, it 
would seem to follow that the self-governing dominions 
of an empire (which are, so far as fiscal policy is con- 
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cerned, " nations ") should accept the responsibility of 
" nations " within the meaning of the unconditional 
form of the most-favored-nation clause and further that 
in all dependent colonies there should be no tariff 
discriminations in favor of the mother-country. 

It is much easier to lay down a general rule as to what 
is desirable in tariff relations between nations than it is 
to answer the question whether or not there shall be 
any exception to the general rule. If the general rule 
adopted as a guide in international dealings forbids 
tariff discriminations, plausible claims will be put for- 
ward for making exceptions in those cases where a 
particularly close economic relationship exists between 
peoples separated by political boundaries. Such cases 
will be comparatively few and each can be considered on 
its own merits. Care should be taken always to avoid 
making tariff discriminations a means of furthering a 
scheme of economic penetration and exploitation. 

In addition to the formulation of principles which 
shall hereafter govern nations in their tariff relations, 
an economic conference should provide for the establish- 
ment of a permanent international tariff commission. 
In the past when bargaining between nations failed to 
remove discriminations, trade war was the last resort 
and it usually failed. No organization existed which 
could act as an arbiter and which was interested in the 
international aspect of the discrimination. But we have 
come to see that not only the nations directly involved, 
but every other nation in the world, is interested in the 
amicable adjustment of tariff difficulties. An interna- 
tional tariff commission, if it were merely a clearing 
house of information, would justify its existence. It 
might in addition be given power to investigate dis- 
criminations, or it might be assigned the duty of carrying 
out a plan agreed upon at an international conference. 
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Certainly the world needs an organization which 
will take up differences when ordinary bargaining 
methods fail, and which will propose a solution before 
the differences lead to hatred and hostility. 



W. S. CULBERTSON. 



United States Tariff Commission, 
Washington, D.C. 



